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Maintaining Sales Organization Against the Time 
of Business Revival * 


By Freperick B. HeirKamp, General Sales Manager, 
Cincinnati Milling Machine and Cincinnati Grinders, Inc. 


~ ewan sales forces have been kept intact ; some have been increased ; some 

have been reorganized—others have roped down the hatches or have gone 
into storm cellars. In this discussion we shall disregard the latter group and 
concentrate our attention on the aggressive maintenance of a sales organiza- 
tion against the time of business revival—on a clearing of decks for action 
and for action at the present moment. 

What executive responsible for sales has not constantly considered ways 
and means of maintaining morale in the face of all sorts of destructive situ- 
ations? Reports from field men contain such phrases as, “There simply is no 
business” ; “No matter how much special effort I put in, I can’t seem to get 
the order in the bag”; “I think that I have a superintendent sold, only to find 
he has been fired and I have to start in all over again with his successor” ; 
“My competitors know no price”; “No chance of selling our standard prod- 
uct—there’s plenty of used equipment around” ; “I’ve sold the shop men but 
the management simply won’t spend the money”; etc. 

How are we meeting these common problems which are serious ones for 
management as well as for the man in the field? All these objections un- 
doubtedly are sincere; some of them perhaps unanswerable. Nevertheless, 
there must be ways out, and our purpose in discussing this question is to pre- 
sent ideas, some of which may suggest parallel thoughts to make it possible 
to introduce into our sales practice methods which will at least strengthen 
what we are doing today, or prepare for what we can do tomorrow. 


The Sales Organization a Definite Asset 


We must regard the sales organization as a definite asset in the same 
category as plant and equipment, and whatever policy we adopt toward it at 
this time must be influenced continually by this consideration. Entirely aside 
from the cost of operation, it has cost money to assemble the sales organiza- 


—_—_—__— 
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Fuuiares, December 5, 1932. 
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tion, to train it, and to put it in running order. It is an investment that has 
brought us good returns in the past, and that we are optimistic enough to be- 
lieve will bring us good returns in the future. Therefore, is it not well to 
conserve such an investment and keep it in running order at as low a cost as 
possible? While economy is of the highest importance, we are most concerned 
with keeping the organization in such condition that it can meet the require- 
ments of increased business quickly and efficiently. 

Business is going to come back, perhaps not immediately to 1928 or 1929 
levels, but to points considerably above the present level. Customers are go- 
ing to require more of the products being made, and we want our full share 
of these requirements. We have benefited by the business which our cus- 
tomers have given us in the past, and we believe our customers are entitled to 
just as careful and efficient service now, even if the orders they are giving are 
considerably reduced. Most sales organizations are working harder than ever 
before to get orders, to create goodwill, at some expense, it is true, but never- 
theless laying a foundation which will bring returns in the future. Sales man- 
agement that has an optimistic view of the future and does not believe that 
the general business of the country will always remain at the present level, 


has a unique opportunity for improving and strengthening its organization 
in these times. 


Twelve Phases 


Following are twelve phases of sales procedure which are of interest to 
all industrial sales managers. These have to do with the salesman, his quali- 
fications, his problems, method of payment, and methods of assisting and 
stimulating him at the present time. 


Personal Qualifications 


It is not difficult to set forth the personal qualifications in the sales force 
which are most important under present conditions, It is difficult, however, 
to find a sales force which meets all of the requirements—or even most of 
them. Courage comes first—hard work, second. There may be added such 
qualifications as humor, vision, optimism, loyalty, willingness, perseverance, 
good health, a forceful but sympathetic temperament, and an ability to work 
with head up. Conditions experienced during the past two years have auto- 
matically eliminated the order taker. Any salesman who secures an order 
under present conditions is one who really must have the ability to stand up 
under repeated discouragements. The salesman who is able, through the very 
force of his own character, determination and enthusiasm for the product 
he represents, to maintain his morale in the face of repeated turn-downs day 
after day, is the one, and probably the only one, who can survive. He must 
present his product in terms of usefulness to his customer under present con- 
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ditions. He must have the patience to persist in such sales opportunities until 
the customer’s point of view registers “sold.” He must be willing to work long 
hours and make twice the calls that would normally be made. He must keep 
up his own spirits and be able to carry along a despairing customer. Past sales 
records mean very little today. He must, in a way, be a pioneer in spirit and 
a fighter of the right sort every minute of the day and night. And he must be 
intelligently courageous. Possessed of such characteristics, the necessity for 
the stimulation of a strong personal effort should come from within, and 
morale is buoyed up in the face of practically insurmountable difficulty. How 
does the individual salesman match up to this yardstick ? 


Stimulating Efforts 


We are constantly wondering to what extent it is now possible to stimu- 
late intensive personal efforts and yet retain the salesman’s morale. Many 
companies are doing this effectively. They see to it that that stimulation is 
absolutely devoid of ballyhoo. They provide the sales force with fair selling 
procedure, with rock-ribbed plans that will work and work effectively. 
Shouldn’t the home office offer all possible aid? How many sales managers 
have taken the reports of their individual salesmen and combined them in one 
master presentation which all salesmen can use or benefit by? Being a part 
of the plan, the individual salesman is apt to use the material enthusiastically. 
In exhorting a salesman to do the impossible a sales manager is simply weak- 
ening his cause. A sales manager must be sympathetic though firm. He must 
not minimize the obstacles which the salesman knows to be a fact, but should 
rather seek to surmount them instead of ignoring them, or striving to promul- 
gate the idea that they do not exist. Frequently, it will be necessary to go 
farther with the salesman than actual results warrant, in rendering financial 
support to that man who is known to be trying and whose courage remains 
undaunted ; for such a man, if assisted, first, with suggestions that are prac- 
ticable and that enable him to overcome recognized facts, and then, perhaps 
with financial aid, should become increasingly loyal to his company and more 
determined than ever to show results. Then again if the basis of remuneration 
is right, intensive personal effort can be stimulated without losing a sales- 
man’s morale. If, however, increased effort fails to supply satisfactory 
monetary returns, the morale is likely to be lowered. The average salesman 
is more co-operative and easier to handle under present conditions than dur- 
ing boom times. He is anxious for assistance, for suggestions that he can use. 
Salesmen can be stimulated by personal example or by the introduction of a 
new product, or a new method that will arouse enthusiasm. The morale of a 
salesman is frequently broken because he is nagged and driven by superiors 
who either do not know the conditions which their men face, and which their 
customers face, or, disregarding such conditions, ask the impossible of their 
men. It is useless to bother salesmen with insistent prodding. Constructive 
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plans and suggestions from the home office and more particularly frequent 
contact of officials, not only from the sales department, with men in the field, 
is beneficial. This does not mean active selling necessarily, but it does mean 
the stimulation of the salesman by new ideas, and his encouragement in bring- 
ing in new ideas. Personal contact between sales management and salesmen 
should be particularly helpful at this time, for an interchange of viewpoints 
for better personal understanding and for transmitting enthusiasm, should 
come primarily from the home office. Salesmen can be stimulated by the old 
but useful method of new bulletins containing such information as: 

I. Sales made by salesmen with a full explanation covering the circum- 
stances. 


2. Late and authentic information on business conditions in the various 
territories. 

3. Repetition of salient sales points on the most salable units in the line. 

4. Information about the progress made by customers, and comments 
on how this progress has been accomplished. 

Anything that can give the men in the field something new to talk about, 
something useful to present, will certainly increase morale. 

How many sales managers have been confronted with the problem of 
knowing whether it is profitable to keep members of their sales force on a 
part-time basis or materially reduce the number of those employed? Except 
in rare cases, it seems highly improbable that the part-time idea could be fol- 
lowed. It is probably better to reduce the sales force and increase the size of 
territory covered by the men. To keep a man on part time tends to break 
down his spirit, because it is usually impossible for any one of the men to 
make a satisfactory financial showing. Reducing the sales staff, giving each 
man enough responsibility to keep him busy, and also opportunities to oper- 
ate on a profitable basis, seems the wiser course. There is a temptation, of 
course, where members of the sales force have wide personal contacts, to 
keep these men and retain these contacts. To eliminate these men means that 
new friendships must be made—but when is there a better time to do it than 
during a recession of business activity? Many companies are finding that, 
even with a reduced sales force and larger territories, harder work has really 
given them better coverage and a greater proportion of business considering 
the decrease in customers’ volume. 

Right now we are all confronted with the question whether this is the 
time when executives can effectively locate new men for their sales forces. 
There is no doubt that there are bargains in first-class salesmen, just as there 
are bargains in almost anything that is sold. Many good men, forced out of 
large companies, are now willing to work for smaller companies at a lower 
salary rate. Some companies have already taken on new men who during the 
past few years have lost their positions through no fault of their own, and in 
so doing have considerably strengthened their sales forces. There comes the 
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question, however, as to the amount of training a salesman must have. If a 
sales force has been reduced to a bare minimum, certainly now is the time to 
consider the addition of men who have general sales qualifications of unusual 
merit, but who will require a certain amount of time to become thoroughly 


familiar with the product before they can go into the field as effective pro- 
ducers. 


Re-employment of a Salesman 


When business improves sales managers will be confronted by the ques- 
tion of whether or not they should re-employ salesmen who were retired 
during the depression. Many of these men were released because they were 
not effective. The weak men were weeded out. Unfortunately most com- 
panies had to go even below this line and release good men, and there is no 
reason why they should not be re-employed if needed and available, particu- 
larly if their past experience has been successful and long training and 
knowledge of the product are of value. A sales manager must remember, 
however, that he is working for an organization and for a board of directors, 
and that he has the responsibility of obtaining the best salesmen and the best 
results. Therefore, he should be careful in his selection of new men and his 
re-employment of old ones. Undoubtedly, the requirements for re-employment 
should be more strict, and the qualifications of men being added to the sales 
force should be of higher quality than ever. After all, it depends on the 
basis upon which men were released. It would require a miracle to bring 
dead wood to life—and perhaps some of the live ones that have been let go 
may meet an offer for re-employment with indifference. Those who have 
been released may, and frequently do, bear a certain amount of ill will, un- 
justified as it may be, and this should be carefully considered. There are cases 
where it is probably better to go after new men and not re-employ those who 
have been released. 


Method of Payment 


There is ever with us the question of what method of payment is most 
satisfactory at this time. Should this be a base salary with commissions? 
Should it be straight commission, or should straight salaries at reduced levels 
be considered ? 

Base salary with commissions is probably most satisfactory. Due to the 
ups and downs in the sale of industrial equipment, it is to the best interest 
of the men as well as of the company to have a base salary, which under. 
ordinary conditions will carry them through thick and thin. The commission 
gives an incentive, and if properly arranged will take care of the advance in 
salesmen’s compensation with the upturn in business. This probably will 
insure maximum effort. Unless a salesman has been making commissions 


large enough during good times to carry him over the depressions it is hardly 
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fair to shift him on a straight commission basis now. Some companies have 
even taken salesmen off a commission basis and put them on a small salary 
just to keep them going. Others have put their men on a strictly commission 
basis, with a very definite lowering of morale together with a lowering of ex- 
pense. Napoleon said that an army travels on its stomach—and no man can 
attempt to do a good selling job dominated by fear—fear that he or his 
family might be deprived of some of life’s necessities. If he has a base salary, 
enough to carry on the bare necessities, he is usually willing to take his chance 
on increased earnings through increased production. Managers can give their 
salaried men a definite cost figure under which business must be gotten in their 
territory. They can then give them a certain percentage of all that they can 
save under that cost percentage. This tends to stimulate sales activity, to get 
orders, and at the same time to keep down the expense of getting them, which 
are the two desirable factors not always present concurrently. 


Compensation on Upturn 


Those companies that have reduced the income of salesmen materially 
are confronted with the question as to what policy should be developed to 
control the advance in salesmen’s compensation with an upturn in business. 
If the base salary idea with a commission on sales has been adopted, this 
automatically takes care of itself. There is no doubt that it is desirable to set 
up the salesman’s compensation on a basis that will not require a downward 
adjustment with an upturn in business, as this would tend to lower incentive 
for continued effort seriously. With the base salary and the commission plan 
a company can afford to work on the theory that the more its salesmen make 
the more it makes. Many companies have found that base salaries before the 
depression represented a considerable outlay. They have now managed to 
establish comparatively low base salaries and the commission rate will auto- 
matically take care of any pick-up in business when the time comes. Low 
base salaries can still be maintained and the volume of sales will determine 
the earning power of the individual salesman. It will not be necessary to 
adjust the base salary upward. This will afford management a factor of safety 
heretofore denied because of high straight salaries formerly existing. Many 
companies will find it necessary to readjust their method of compensating 
salesmen completely, to give a fair return and at the same time allow the 
salesman to share adequately in business which he has produced. 


Savings Effected 


All of us have already effected savings in selling expense. Here are 
some questions sales managers may be asked in a review of possible savings : 
Have you eliminated branch offices? Have you reduced your personnel? 
Have you reduced straight salaries? What about your rent—even though you 
have leases? Have you weeded out inefficient salaried men, putting them back 
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on a commission basis? Have you taken another look at your trade paper and 
direct mail advertising? What promotional expense not directly productive 
of results could be eliminated? Have you considered putting district man- 
agers back into the territory as salesmen and eliminating the position of as- 
sistant to the division managers? Have you closed up or leased warehouses? 
What about traveling expenses? There is no doubt that you can live on a 
much lower scale than ever. Have you practically cut out entertainment? 
What about the home office? What have you done to cut down the routine 
in the handling of orders and of inquiries? Have you been able to cut down 
clerical staffs? Have you been able to rearrange your organization at the 
home office? What about your records and forms? Are they serving useful 
purposes? How many can be discontinued? How many can be simplified 
or combined with other records? How much duplication can be found in the 
departments where one record might serve the purpose? Are your executives 
working with their subordinates and cooperating with the sales department 
in a general plan of reduced expenditure? Are you reducing the amount of 
free service? Reductions in automobile allowance add a personal desire on 
the part of salesmen to travel most economically, and should keep down sell- 
ing expense. When you get back to normal volume these measures or 
economies should show a reduction because of this vigilance of from 10 to 
20 per cent. Have you given up your idea of budget control? How do you 
know what your expenses are? Have you a complete picture of where and 
how your money is being spent? There are, of course, other questions that 
might be asked. Every phase of selling expense on the sales budget should 
be challenged and made to justify itself. 


Missionary Work 


With this consideration comes the question as to whether the expense of 
missionary work and regular visits to inactive accounts is warranted at this 
time. This will differ, of course, with various companies, but it is hard to say 
that the revival of inactive accounts is not just as profitable as the opening 
of new accounts, and perhaps somewhat easier. On certain types of estab- 
lished products missionary work can be reduced to a minimum, but there are 
companies whose missionary work is exceedingly profitable at this time. 
The number of visits to inactive accounts should be determined in each indi- 
vidual case by the reasons for the inactivity of the account, but no ultimate 
buyer of a product should be continually ignored. What we sow today we 
reap tomorrow. In the present state of bewilderment and fear in which many 
manufacturers find themselves, the ground is extremely fertile for this kind 
of work. During times of poor business, if a product is well known and 
established, the activities of the sales force should be confined very largely to 
the best accounts. If new lines are being introduced, it may be advisable to 
go farther in sales activity, at least until such time as the better grade cus- 
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tomers have been called on and records established as to their possible use 
for the equipment. It is important to make the best use of direct mail, letting 
that do the larger part of the missionary work. Careful analysis at the home 
office and some analysis by the district managers can control missionary work 
and prevent such calls from degenerating into mere social occasions. Many 
factories that look silent from the outside are developing new products which 
have been designed and in many cases are ready for tooling and for equip- 
ment—at least planning for it. Many small companies have money and credit 
today, and a salesman must not overlook this fact but must ferret out this type 
of concern. There is certain potential business in the offing which should be 
cultivated and must be watched very closely. 


Market Research 


Closely allied with missionary work is the question of the expense of 
more extensive market research and whether or not that is justified at the 
present time. I believe that it is. It should pay big dividends as the business 
curve moves upward. Money spent for research should develop information 
as to prospects which will save considerable money for the salesman who 
formerly relied upon the trial and error method to learn where his market 
might be. Why should not one central market research bureau in a company 
do this work instead of each individual salesman? Many companies are 
doing more research today than at any time during their history. Market re- 
search has prevented them from going wrong. In fact, no new developments 
should be started without extensive market analysis. A company can no 
doubt go to extremes in market research, but on the other hand this activity 
should be extensive enough so that before any move is made a clear idea is 
had in advance as to results that can be expected. 

What methods are being used to locate inquiries and business? Sales 
managers may be asked: 

Are you following an intensive personal canvass? Are you using a strong 
direct mail campaign with return cards? Perhaps you have concentrated your 
general advertising and keyed it so as to bring you inquiries. It is possible 
that you have followed the policy of market research. Have you made a 
careful analysis of all the industries from which you obtain your business 
and do you concentrate it on those least affected by the depression? What 
about the sales you have already made? Are there applications which you can 
work out for some other customer? Have you furnished complete informa- 
tion regarding these jobs to your men in the field, and, through direct mail 
work, to an especially prepared list? Are your men in the field keeping in 
touch with non-competitive salesmen to obtain leads and to keep their fingers 
on the pulse of activity in the territory—frequently saving traveling expenses? 

Are you watching improvements in employment figures? Some com- 
panies have obtained leads for new business by checking up on repair part 
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orders. Some companies have followed the placing of large jobs from one 
section of the country to another which frequently means the installation of 
additional equipment. 

The present buyer’s market, which has so many unsatisfactory implica- 
tions for the seller, has one important advantage, namely, that the purchaser 
under present conditions is much less likely to act hastily and place the order 
with the first concern with which he contacts. This means that available busi- 
ness is brought to the attention of reputable sellers without their going after 
it. Sales managers should not rely too much on this factor, however. 


Using Old Methods 


Those companies and particularly those sales managers who have been 
successful during the past ten years are brought face to face with the question 
as to whether it is necessary to throw overboard all of the old successful 
methods just because we are facing new conditions. I feel rather strongly that 
it is not. On the contrary, we have gone through previous bad conditions and 
what we need today is more doing of the things which made us successful in 
years gone by. What selling needs today is a good old evangelistic revival. 
The spirit which causes men to do better than they believe possible seems to 
be lacking and needs to be brought back. Old successful methods have, in 
some instances, been trimmed to meet present conditions. Those methods 
which are sound should remain substantially the same. Present conditions 
have simply intensified the difficulties of getting business and make it neces- 
sary for us to intensify our efforts. It is profitable, though, to investigate the 
possibility that some methods which have been in use may not have been so 
successful as we thought they were. We might have been blinded to their de- 
ficiencies because things were rolling along smoothly. 

Weare probably not facing new conditions even though we think we are. 
There seems to be a prevalent idea among certain groups that everyone must 
change his point of view and cast overboard everything he has ever done be- 
fore if he is to succeed in his new market, While we should be alert to grasp 
new ideas and adapt them where profitable, several good authorities still feel 
that real salesmanship—not necessarily new—is a factor not to be ignored. 
Salesmanship has been dressed up in various ways, but fundamentally we 
still must, first of all, get our head in the tent before our prospect will listen, 
and then we must apply the heat to convince him of the merit of our proposal, 
and finally persuade him to buy. During the course of that sale our procedure 
may require the services of a corps of engineers and time study men, but 
their part is to aid the process of conviction and is one element of salesmanship. 

Successful merchandising has always demanded a meritorious product, 
priced rightly, sold with a profit, and paid for. Perhaps new conditions de- 
mand a lengthening of terms with less cash payment with the order, or on 
installation. Perhaps the manufacturer must assume the rdle of banker to his 








76 PERSONNEL 


customer, and renew his notes rather than repossess the equipment sold. 
Probably most industrial equipment builders have found it necessary to ex- 
aggerate the trade-in allowance of old equipment as an inducement to get a 
prospect to act immediately—and this is questionable practice—but taking it 
by and large, have we not always been faced with these problems? 

Probably it is not so necessary to discard old successful methods as it 
is to find a new dress for such methods or to resurrect many of them which 
we have so long overlooked that they will appear new when brought to light 
again. 

The days ahead are days of harder work. They are days in which the 
best man is going to win—the best man on your sales force and on mine— 
the best sales force in one industry against a competitor—the best sales force 
of one manufacturer against that of his competitor. It is going to be a race 
with the survival of the fittest—a survival of the producer. Management has 
its responsibility—to show courage, to show leadership, to take initiative, and 
to pioneer. Sales executives will be charged with the responsibility to suggest 
and carry out policies which will release pent up capacities and which will 
properly arouse enthusiasm. Better days are ahead for all, and now is the 
time for us to prepare to get our share of the business when it is placed. 


Discussion by 


E. L. McFatts, General Sales Manager, 
The Master Builders Company 

I WISH to emphasize Mr. Heitkamp’s reference to the validity of old 
methods that had been successful. One of the current fallacies that 
has been most troublesome, not only to management but to sales man- 
agers, salesmen and distributors, has been the desire for an automatic 
escape from our present difficulties. “Prosperity is just around the 
corner” is probably the most deceitful slogan we have ever heard, be- 
cause our temptation is to wait for prosperity to come around the corner 
to us rather than go back and work out our own problems, improve our 
methods, and find ways of getting around the corner and up the long, 
long hill that lies around the corner. Our desire for an automatic escape 
keeps us at our desk, leads us into extensive research in other fields in- 
stead of intensive research in our own field. We look over into the next 
meadow for a new product or new market to sell rather than plow the old 
field that grew so many good crops for us in the past. When we do that, we 
neglect the old field where we have made our success in the past, and when we 
return to it, someone else has seen our field and taken advantage of our but- 

terfly-chasing in other pastures. 
Mr. Heitkamp emphasizes the fact that the old methods are valid and 
we ought to examine them very closely before we spend much time or money 
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on new or untried ones. Perhaps we should read George Lorimer’s famous 
“The Letters of a Self-Made Merchant to His Son,” printed about twenty 
years ago in The Saturday Evening Post. There was no sales psychology in 
those days—it was called common sense. Advertising had not yet profited 
from the “O.K. America” spirit, from modern art, the indirect approach, and 
the various other trappings that have made our selling and advertising look 
like a high school boy’s Ford decorated with so many horns, spot lights and 
radiator emblems that the engine overheats and the hood won’t open. 

Mr. Heitkamp defines the most important characteristic of the success- 
ful salesman as courage. May I use a different term? May I call it self- 
respect. Under present conditions there is one thing that is more important 
to you, and to me, and to every salesman in the field, than the size of the check 
in the envelope on pay day, and that is our self-respect, our belief in our- 
selves. A high salary check to a man who no longer believes in himself or 
his ability, is money wasted. The lowest compensation that conditions en- 
force is sufficient for the man who believes that he is the same man he was 
before the slump—who has his self-respect, coupled with the knowledge that 
he has the confidence of his management. 

Some companies that have the benefit of a reliable and definite index of 
their markets have been able to work out a definite method of maintaining 
that self-respect. The F. W. Dodge Corporation supplies the building con- 
struction industry with a reliable and frequent report of construction contracts 
let, not only in dollars and cents but in thousands of square feet by different 
classes of construction. By comparing those reports with the performance 
of the offices and salesmen for a period of five or six years, it is possible to 
develop for each man and each territory what we call a “take.” It might be 
called an efficiency factor. If a man’s sales in better times averaged, say, 
$500 per thousand square feet of construction, even though the construction 
volume slumps as it has, if he is still taking $5.00 or has found a way of 
taking $6.00, he has that invaluable self-respect that hard times cannot knock 
out of him. He cannot help but have the confidence of his organization even 
though his pay check is small. That gives him his incentive, beating his old 
record not in volume but in efficiency. It is easy to show him periodically just 
where he stands in relation to his past performance, and there is no competi- 
tion like that to stimulate efforts. 

How did the salesman effect this “take”? Naturally he had to sell more 
products. Fortunately there were many products in the line of which in days 
when he skimmed the cream he had sold only a few. He went back through 
his manual and renewed acquaintance with a great many products to which 
he had not given sufficient attention. He began to sell three products on a 
job where he had sold one before ; began to sell six where he had sold two; 
the old bugbear that used to arise “it’s embarrassing to try to comb a job. 
The customer would rather take one or two materials from us and give the 
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other fellows some business,” has been exposed as a fake, first by the sheer 
necessity of the present situation, and secondly by common sense. 

Ask the salesman who gives that excuse. . . . “When you shop for your 
own goods do you go to a dozen stores? Or do you prefer to go to one store 
and get them all?” He sees the point, and he finds a way of showing his cus- 
tomer gracefully and diplomatically why he should buy as many products 
as possible from him. 

The next thing to help the men is to bring out the new products, new 
products in the field they know. If you must go abroad, into 
other fields, it may be better to get other salesmen, possibly another sales 
manager—rather than expect the present ones to ride three or four horses. 
But if you can make your six into an eight, if you can add new qualities and 
new advantages to the old products, it gives the salesmen the necessary some- 
thing to be enthusiastic about. 

We find that many of our distributors have been waiting for the auto- 
matic escape, for prosperity to come ’round the corner. Sometimes we can 
suggest ways of selling more goods, combing the jobs for specialties. Many 
building supply dealers have been cement-minded, commodity-minded ; spe- 
cialties were a nuisance to them. But they are beginning to realize that in 
1933, 1934 and 1935 they will have to play all the cards in the deck, will have 
to comb their jobs in the way we are getting our salesmen to comb them; 
and they are realizing the importance, indeed the sheer necessity, of selling 
quality differentials, of pushing special goods not subject to the bitter com- 
petition that rules the commodity market, and the sale of which means a 
profit instead of a loss as do many sales today in the commodity field. 

That, and the fact that the salesman’s “take” per unit of construction 
increased through a more complete working of the line, are advantages which 
we do not want to lose as the volume of construction increases. We are 
spending considerable time on that part of our planning—how to retain these 
advantages when the volume does increase. We do not want to forget to- 
morrow the lessons we are learning today. 


Discussion by 


E. O. SHREVE, Assistant Vice-President, 
General Electric Company 


HERE are three factors I would superimpose on those outlined by Mr. 

Heitkamp as personal qualifications of the salesman. First, character. Any 
salesman representing a responsible concern should have a very high character ; 
second, he must have good health. Otherwise he will not have the courage 
and the other requirements that are so necessary during a period such as we 
are going through; third, he must have consideration or tolerance towards 
the men who are working with him and towards the difficulties his organiza- 
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tion is going through, and be patient in all of the difficulties under which he is 
working. 

Of course it should go without saying that he should always present an 
optimistic point of view to his customers because a pessimist never brings in 
orders, In many cases a salesman goes to call on a customer, the customer has 
had a difficult time, very often the morale is gone, and the customer tries to 
throw it on the salesman. If a salesman allows him to do that, he loses, in 
my judgment, a great deal of standing with that customer. 

I believe that a way to keep morale during such trying times as we have 
gone through is to deal with the salesman frankly. We try to deal with our 
salesmen on the basis of partnership. We try to tell them as frankly as we 
can the condition of the company. A salesman of the right caliber will ap- 
preciate that frankness and appreciate the fact that his management has 
enough confidence in him to feel he is in fact a partner in the business, and 
that it is up to him to help to find ways and means of meeting the situation in 
such a way that we shall not only survive a period like this but we shall be in 
a stronger position to reap returns when business begins to show a real upturn. 

In that regard I wish to emphasize Mr. Heitkamp’s suggestion in refer- 
ence to the necessity of the executive getting out in the field. I do not see 
how any organization can enunciate effective policies unless they periodically 
go into the field and work with the salesmen to learn the conditions under 
which those policies are going to operate in the field. It is absolutely necessary 
to do that. 

It should be self-evident that one can break the morale of a sales force 
as quickly by nagging as by any other means. Patience is essential. We must 
consider the point of view of the salesman. It is wrong te criticize him con- 
tinually because he is not getting results that are impossible. We must be 
sympathetic and ask him to be sympathetic with us in regard to the problems 
of the whole company. On that basis the morale will be kept up, and the 
fighting spirit maintained that will produce real results. 

In the General Electric Company we conform nearly 100 per cent to the 
points Mr. Heitkamp mentioned as to the dissemination of facts put through 
our sales force. We try to give examples of where our salesmen have been 
successful in promoting new ideas which have been helpful to the business. 
We handle many items, so it is not difficult to bring out and emphasize one 
of the lines that may be considered a specialty and give the salesmen new 
ideas to talk to customers about. 

We need a sales technique perhaps that we have not had. I am beginning 
to believe merchandising has its true place in the sale of industrial items. 
Heretofore industrial sales have not been conducted on that basis. In the 
future we should take the old plans that have been successful in the past, 
work into them real planned selling that takes with it some of the outstanding 
items of true merchandising. Of course it goes without saying that sales or- 
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ganizations that have been built up over a period of years are a very valuable 
asset, one of the most valuable assets of a company. Nevertheless we must 
face facts as they exist. No organization can slip 75 per cent in volume of 
business and continue to maintain the same size sales organization it had 
previously. 

There is no question that many excellent men have been of necessity 
pushed out, figuratively speaking, on the street, and are available. Some com- 
panies are forward looking enough to be picking up some of those men today. 
We train most of our own men so we are not so much interested in those that 
may be out of work outside of our own organization. We hope by real con- 
centration and constructive thought to take advantage of this lull to develop 
plans and ideas and programs that will be intended to produce a bigger volume 
of business in the future per dollar spent than we have had before. 

I believe that study of plans for the future is one of the phases that as- 
sists very materially in keeping enthusiasm alive, keeping up courage. Face 
the facts as they are today. They are obvious. Meet that situation because, 
of course, it is obvious also we must keep our expenses down comparable at 
least, to out of pocket expense. That is the obvious thing to consider and 
to act upon—to devote our time and concentration to analyzing our basis 
of doing business in the past, to find where we have been doing things that 
were wrong, and where we have not been doing things we ought to be doing 
in order to produce a better planned sales operation in the future which will 
bring greater results. We are trying to get our sales force to consider that 
each is a sales manager, figuratively speaking, for the territory in which he is 
operating. If he does he will do the right kind of job and he will get, for the 
money he is spending in that particular territory, more nearly the greatest 
possible return through planned selling. 

We have made our most intensive analysis along that line in the last two 
years. We have done some experimental work in two districts. We have one 
office down to the point where we have balance sheets on each salesman. The 
salesmen are cooperating. They realize it is not a criticism but an effort to 
find out facts upon which they can capitalize to a larger extent in the future, 
and which will enable them to reap a bigger return on the dollar they person- 
ally are responsible for spending. 

Generally speaking, I believe it is better not to employ men who have 
been dropped during this particular period. I agree also that it depends a 
great deal, almost entirely, upon the way those men have been laid off. We 
have had to lay off some men we would have liked to keep, but laid them off 
on the basis of a year’s leave of absence. On that basis they retain all the 
advantages that have accrued from the years’ service they have given to the 
company. I do not believe in that case we shall have any difficulty so far as 
the frame of mind of the men is concerned in taking them back into the or- 
ganization. 
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I agree, in principle, with the idea of paying base salary and a commis- 
sion. In a business such as ours that would be impossible to accomplish, 
however. We have so many varied lines we can hardly point to any one man 
in a case and say he did the job. 

The conditions confronting us in sales are new regardless of the fact 
that we are in a depression. We have seen great advances in efficiency in fac- 
tory and engineering operations, but it seems to me that the big question con- 
fronting all industry is reducing distribution costs. Fundamentally, regard- 
less of the depression, we are confronted in the sales end of our business with 
a new set of conditions. As Mr. Heitkamp has pointed out, it is foolish to say 
we will junk all the old methods. Let us take those methods, dress them up 
in a new dress, put them in a well-conceived plan, on that basis of a real 
thoughtful scientific operation, | am certain we can get more business for less 
money. 


Discussion by 


Tuomas R, Jones, President, 
American Type Founders Company 
ig IS a difficult thing to keep up the salesman’s morale when sales are drop- 
ping. If a manager can say to the salesman, you are doing as well as you 
did before, or a little better, or you have only to do just a little more to make 
your percentage or better it, it seems to me that is one way of maintaining 
morale in times of depression. 

What can be done with a sales force in times like the present depends 
largely on the type of business involved. One business may have been rela- 
tively slightly affected, with only a 25 per cent drop in sales. On the other 
hand, the big machinery business—machine tools, printing presses, steam 
shovels—may have had a drop of 75 per cent in sales. Consequently, what a 
man in that position can do with a sales force is entirely different from what 
a man in the food products business, for instance, can do. 

The general manager has to take into consideration not only what is ex- 
pedient from the standpoint of the perpetuation of the sales force, but also 
such questions as—How much cash is available? How long will that cash 
last? How long will this depression last? Am I depleting my current assets 
in order to keep up a sales force for some future time? Are we getting some 
business, or are we getting no business? 

When a general manager has to go to his sales manager and say, “We 
cannot keep this up because we have not the cash,” or, “We cannot keep this 
up because we are depleting our current assets,” what can the sales manager 
do? 

There are many sales managers being licked under those conditions. The 
general manager criticizes the sales manager for not getting business ; he cuts 
the sales manager’s salary without having a talk with him and getting him 
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straightened out; he imposes conditions on the sales force without sitting 
down with them and discussing the change and selling it to them, Many of 
the demoralized sales forces that we have today are nothing more or less 
than reflections of demoralized managers. How many of those sales managers 
are going to be able to come back when conditions change? The same thing 
applies to salesmen. A great many of these men will present a problem to 
sales managers when business comes back. 

There probably rests on management today the greatest responsibility 
from the standpoint of sales that there has been in my lifetime, through the 
fact that the general manager has to sound the keynote of the company. He 
should reflect optimism, as Mr. Heitkamp says, whether he feels it or not. 
He has to pass it down through his sales management into his sales organi- 
zation. The danger which lies in the criticism of the salesman, when he is 
already tender from his loss of sales, the danger which lies in the criticism 
of the sales manager, and the shattering of his morale, cannot be over- 
emphasized. A very heavy responsibility rests on the general management 
to aid sales managers to bring about the condition that will help them to carry 
through in the present crisis. 


Discussion by 


C. R. Cary, Vice-President, 
Leeds & Northrup Company 


I AM glad that Mr. Shreve emphasized the necessity of taking men into our 
confidence. During this period when the situation, generally speaking, cer- 
tainly is none too cheering, it is extremely difficult to find things with which 
to build up our own confidence. Unless it exists within ourselves, the task 
becomes an impossible one since, while you can fool people for a short time, 
you cannot fool them long, particularly if they are working in intimate con- 
tact with you. Consequently sales managers face the problem of finding 
something in which they can have confidence, and the thing they can be most 
confident about is their own company. If they do not feel themselves loyal 
in their confidence in their own company, they had better throw up the job. 
I think sales managers have the most fruitful field for maintaining morale in 
inspiring the men under them to have confidence in their own organization. 
To do that, it is necessary for them to take the men into their confidence. 
Hence, during this period our company has been particularly punctilious about 
keeping our men informed about the policies that we are formulating—even 
before they are formulated—the status of the company, financially, and its 
plans for the future. Instead of budgeting once a year, we have budgeted at 
three separate times as business shrank. The men knew what each budget 
showed. They realized as well as did we that when a business shrank as ours 
did (we deal in capital goods) they could not all hold their jobs. We have 
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had to lay people off, obviously. In doing so we followed the procedures Mr. 
Heitkamp mentioned. The group left realize they are the picked men who 
have so far been saved and that we are still carrying a larger load than we 
can afford to carry, a larger load than the company can permanently maintain 
at this level of business. Each man has the distinct feeling that he has to put 
his best into his job or he will justifiably have to go next. A surprising result 
came out of this situation. The men got together and asked that instead of 
cutting personnel we cut salaries, They preferred to get along on half salary 
rather than be laid off. They have confidence that business is coming back 
sometime and, meanwhile, would each rather have half salary than face the 
risk of being on the street with nothing to do and with no salary at all. 

The full knowledge of the situation has had the additional effect of put- 
ting a premium on keeping expenses down. The salesmen saw those budgets. 
They saw how much we had to spend in traveling expense per man. They 
realized in 1929 traveling expense represented almost as much as salary, and 
if each could cut his traveling expense 10 or 20 per cent they could save more 
than one job. They have done it. The traveling expense per man per day now 
is approximately 20 per cent lower than it was 18 months ago. 

The same policy of letting the men know the effect of those expenses has 
resulted in a group of them coming to the management and saying: “We 
know there is considerable money being spent on keeping up reports which 
are of no use to any one. . . . We believe if a group of us got together 
from different departments in the plant, we could show you where you could 
cut out some things which were once necessary but no longer are.” With the 
result that management, on the advice of that committee, has been able to 
bring about very material reductions in the overhead expenses. 

At a time when things outside of the organization look dark, therefore, 
the inspiration for building up confidence and morale is right in the organi- 
zation itself. 


Mr. Ronatp Brown (The Tremco Manufacturing Company): We 
have found that one of the great difficulties with our sales organization has 
been that the mental equipment of the men has become more or less demor- 
alized as a result of the depression. They are unable to think clearly. They 
jump around from one thing to another, rather panicky. They do not seem to 
know how to go after business or where to go for business. We have assumed 
the responsibility of planning their work and pointing out to them that they 
as individuals may be good salesmen although they are not obtaining a great 
deal of business; they may be very much like a large powerful locomotive, 
which when on a track is capable of pulling 125 freight cars for a thousand 
miles without stopping—but the same locomotive, moved six inches off the 
track cannot even pull its own weight. It is up to us to help our salesmen get 
back on the track so they can go towards their goal. In doing that, we have 
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gone out into the field with them, shown them what markets to go after, how 
to sell them, whom to contact, how to make an approach, how to conduct 
demonstrations, giving them efficient tools with which to work so that dem- 
onstrations can be made in the most efficient manner. 

We have shown them how to plan their work. Our representatives turn 
in plans of their route and territories regularly and do it willingly, knowing 
that we are not trying to discipline them but rather to help them plan their 
work more efficiently, cover the territory with greater regularity, and in the 
most economical manner. In addition to that, we are making sales analyses 
of our men once every ninety days. This is a very careful check on them, 
breaking down their total sales into sales by products, sales on the various 
classes of trade, sales by companies. 

We also have established company averages for such things as number 
of calls per day, average number of new accounts opened for a three-month 
period, average number of orders per week, average size of order, total aver- 
age number of customers sold, average number of products sold each cus- 
tomer, all per three-month period. Our men aim either to equal or pass this 
company average. 

This sales analysis is given to the salesman at the end of each three- 
month period. He is not asked to account to us for any deficiency in that 
analysis but merely account to himself. It is to his advantage, he owes it to 
himself and his family, to improve himself in every direction. In addition, 
every member of our organization who contacts the salesmen, even the presi- 
dent or any other executive, renders a written report at the end of each con- 
tact outlining on a specially printed form a complete analysis of observations 
during that contact, and his suggestions for help that can be given to that 
salesman. This is made into a regular case record of each representative. 

We find our representatives today welcome these analyses, and welcome 
the help we have given them in the field. Our salesmen are not complaining 
about hard times or poor business, but are optimistic about the future. We 
cannot succeed 100 per cent in this but we are giving them a track to run on. 
They know where to go every morning, the work is planned, they know how 
to make their calls, and they have been taught how to conduct themselves, and 
how to dig up new business. 

Mr. O. F. Benz (Du Pont Cellophane Company): In analyzing gen- 
eral business conditions, business men too often work on supposition, surmise, 
history, or hopefulness if you want to call it that, but they very often do not 
have the facts. Where are we going to get facts? Facts should come from 
our industry, from our men and from their contacts. 

As Mr. Brown has said, we must develop a record system on which every 
call is recorded. Over a period of time it will present a true picture of con- 
ditions, facilitating action on the problems which arise. Regardless of all the 
effort we might make in going out and calling on the trade, we certainly can- 
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not supplant the activity of numerous field men in our organizations. With 
four or five it may be feasible, but if there are 45 or 50, or several hundred, 
the sales manager cannot possibly keep in touch with the trade. A salesmen’s 
report or record system can very easily be adapted to the need of each indi- 
vidual business organization. This may be done by asking questions that lead 
the man who is covering the accounts to give answers of value in building up 
information. The accumulation of that information is of the utmost import- 
ance under present conditions. When the facts have been obtained and put 
to work they will undoubtedly help the speeding up of activities. 

I find the records kept by most organizations are inadequate. They are 
merely going into a file or morgue. Nobody uses them after they are re- 
ceived. Sales managers should revamp the records and make them so they 
are useful to the entire organization and are an educational feature not only 
for the young man coming up on the inside but also the newer man in the 
field. It should be kept in mind that the older man in the field is more likely 
to accumulate and acquire bad habits that need correction than the younger 
man who has just started out, and these reports afford a check. 

Such reports might very easily become mechanical. They can also be of 
a narrative type, although if too much leeway is given in that direction it some- 
times penalizes the practical worker and gives too much credit to the imagi- 
native type. Questions should be phrased so that it does not require a great 
deal of writing to answer them. At the same time questions should require 
more than a yes or no, or a check. To obtain information on the facts of the 
industry, the number of machines in operation, etc., it will be necessary to 
give the men specific questions. But they should be given an opportunity to 
answer them in their own words. 

Just a word on supervision. We are becoming soft-hearted on supervi- 
sion. We let our men travel around the country and take it for granted they 
are doing this, that, or the other thing. Inaugurate intelligent supervision— 
it will pay good returns, I do not mean spy supervision but a helpful super- 
vision, one that will expand the ideas of the men and develop thoughts on the 
product. The supervisor will bring things in from the territory and give a 
better perspective of the activities of the men. It is of tremendous value. 

Mr. R. A. Batzart (McGraw-Hill Publishing Company): Sales Man- 
agement recently made a study of salesmen while they were in contact with a 
buyer. This study was made by placing an observer in such a position that 
he could overhear the sales story being given to the buyer. The analysis of 
these interviews on the basis of sales technique (not effectiveness) disclosed 
the following: 


Of 20 Interviews Covered: 


16 Opened the interview with some discussion of the buyer’s problem. 
12 Established suitability of product to buyer’s needs. 
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7 Registered confidence in house or product. 
2 Met principal objections. 
5 Provided means for making buying easy. 
2 Made a definite effort to close the order. 
2 Emphasized the advantage of immediate action. 
13 Left something that would allow them to re-open the canvass. 
None presented reserve reasons for buying. 
None tried to find who else might influence the purchase. 
None tried to get through to other buying influences. 


All these calls were made on the purchasing department of a large indus- 
trial concern and it was evident in nearly every case that there were men out- 
side the purchasing department who could influence the purchase of product 
being offered. These factors and many others have been checked in my own 
work in listening to salesmen make their presentation. While some of the 
presentations were excellent, most of these men could have increased the ef- 
fectiveness of the material they were using by a closer study of the good old 
principles of selling. 

The sales supervisor or sales manager who teaches by demonstration only 
succeeds in getting his story over to those few salesmen who can listen to a 
sales story, then take it to pieces, and see what makes it go over. Most men 
selling do not have this analytical ability and so they fail to gain by this 
method of instruction. When the supervisor can demonstrate—take the story 
apart and show why it clicks—and then further illustrate the principles in- 
volved—his salesmen grow in ability. 

When the supervisor in addition to this, in training the salesman, allows 
him to do the selling so that he can listen in and weigh the effectiveness of the 
presentation—then knowing the principles of salesmanship can constructively 
discuss with the salesman the technique involved after each call has been 
made—he is building toward a maximum of effectiveness in his sales force. 

When a salesman makes a poor presentation it is evidence of poor sales 
management. It could not consistently occur under good sales supervision as 
the man would either be instructed in how to sell and be doing it or be released 
in favor of a man who could be coached to sell correctly. 

Mr. Heitkamp brought out many reasons that are offered as to “why we 
cannot sell.” These reasons tend to break down the morale of the selling or- 
ganization when allowed to predominate in the mind of either the sales man- 
ager or the salesman. For this reason we find it quite necessary to find reasons 
why a buyer should purchase our product, which outweighs every reason 
why he does not buy in order that we can go to that man with enthusiasm 
and persistently offer the things which we have to sell in a manner that will 
convince him that buying is desirable under existing conditions. 

You may ask how we are going to discover things which we can capitalize 
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to our own advantage in selling in the industrial field. My suggestion in this 
regard is to go into the field and study the buying necessities of the men to 
whom you sell. Work with those who are progressive in their manufacturing 
policy and find out why they buy, not necessarily how you sold them, and in 
finding why they buy in all probability you will get the answer to how to sell. 

Mr. H. K. Porter (Hyatt Roller Bearing Co.): No sales force is 
very effective as a sales force unless it is backed by the proper management, 
the proper manufacture of products. We consider our factory a real part 
of the sales force in its attempt to turn out products which will meet with the 
best reception on the part of our customers. The credit department is in 
reality a part of the sales department because it can do more in a short 
time, by injudicious actions, to upset good relationships than the sales depart- 
ment can build up in years of cultivation. 

Mr. W. B. SpELLMIrE (General Electric Company): Most of us have 
salesmen in the field who have a tangible commodity to sell. Further, we 
have an opportunity of rendering a service to our customers which will be 
of assistance in reducing costs or increasing production. Seemingly, there 
are times when we should stress the selling of service rather than commodity, 
for if the service is sold, the commodity must follow. Unless we can go 
to,our prospects and give them a real service, we are not entitled to their 
business. Salesmen should be trained along these lines. Furthermore, in- 
stead of simply directing our men to do this, we should see that they know 
their business by having actual rehearsals with them, having them in turn 
sell us to insure their knowing the program; also, going periodically with 
the salesman to visit the prospect. 

Mr. Henry W. Assott (Massachusetts Mutual Life Insurance Co.) : 
The development of men is helped most by putting them on the firing line 
that will give them the experience that the executive gained for himself by 
personal experience. We must not overdo telling the story and then expect 
results where there has not been a grounding by actual experience. It 
requires a minimum of about five years to develop a fair salesman. 

I shall sum up what I believe to be the cardinal principles of selling 
success. Sales make or break on the observation of these fundamentals: 
1. The salesman must love to be a salesman; 2. He must know his product 
and everything competitive to it; 3. He must learn how to prospect; 4. He 
must learn how to approach; 5. He must learn how to interview ; 6. He must 
learn how to close; 7. He must be determined and develop an iron will to 
succeed; 8. He must learn to make new friends while retaining the old. 

When a salesman is not clicking, a careful analysis will develop his 
weakness in one of these points. With a reasonable degree of perfection in 
each of the other seven points, the failure to observe just one fundamental 
may still be his undoing. 
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The Practical Application of Employment 
Stabilization * 


By J. M. Larkin, Assistant to President, Bethlehem Steel Corporation 


| ghd program of employment stabilization must face the practical test. 

Only after a plan has been in operation can its real value be determined. 
In discussing the share-the-work activities as applied by the Bethlehem Steel 
Corporation, covering between fifty and sixty thousand employees, I shall 
deal not with abstract theories, but with our experience in this field. 

At the very outset of the depression E, G. Grace, president of our cor- 
poration, laid down the policy that the maintenance of an effective working 
force is one of the most important measures for the long-run financial health 
of a business. One cannot break down an organization which has required 
years of development, without losing ground materially when business re- 
turns. We have had plenty of grief in that respect in prior depressions. If 
the forces are shattered in bad times, there is no effective organization to take 
advantage rapidly of returning good business. 

In speaking of organization, I refer to the men in the mills fully as much 
as the executive staff. Melters, rollers, machinists cannot be developed over 
night. A loyal, trained working force is one of the great assets of a corpora- 
tion. From a social and humanitarian viewpoint, management has recognized 
the necessity of providing employment as far as possible, and it is particu- 
larly significant that business leaders are emphasizing the soundness of such a 
policy from the standpoint also of the long-run stability and success of their 
corporations. 

The steel industry did not feel the depression materially until eight 
months after the stock market crash, not until the end of May, 1930. On 
June 23, 1930, Mr. Grace issued a bulletin to his executive staff which con- 
tained these words: “As operations are curtailed it is advisable to distribute 
the work among the efficient and loyal employees by dividing up the forces and 
working part time on part time pay schedules.” 

This was one of the first corporation-wide moves in the policy which has 
been adopted to a greater or lesser degree by many industrial concerns 
throughout the nation. The fact that we adopted the move as an executive 
policy affecting the entire corporation is an important point. There is always 
a tendency for some departments to feel that they should be exempt, but such 
exemptions tend to undermine the effectiveness of the plan. The men them- 
selves can see the necessity and validity of a program which affects all, where- 
as a partial adoption of such a measure always suggests the disquieting factor 
of favoritism. 





* Presented at the Industrial Relations Conference held at Princeton University, Sept. 22, 1932. 
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Developments in Stabilization Program 


These three years of hard times have been a particularly severe test of 
any employment stabilization program. The drop in business came from an 
all-time high peak. In our company from 1921 to 1929 there had been a care- 
ful selection of personnel. The president has always taken an ardent and 
particular interest in this phase of Bethlehem’s development. He has, in fact, 
always chosen to exercise the most intimate contact with every personnel 
policy in both its inauguration and execution. I emphasize this because of the 
significant benefits which have resulted all along the line. 

As the depression advanced, we felt that the policy of shared-work did 
not cover all of the existing situations. The main points in our program 
which have been adopted or developed during the depression may be listed as 
follows : 


1. Distributed employment. 

2. Extension of credit. 

3. Emergency employment (Made work). 

4. Employee gardens. 

5. Cooperation with community relief agencies. 
6. Dismissal wage. 

7. Advancement of pensions in special cases. 


All these have been subject to various modifications under the varying 
conditions which have developed during the depression. Obviously, the grand 
total payroll has had to be curtailed, in line with decreased business, but all 
have shared what employment there was in order that a subsistence might be 
maintained for the maximum number of effective employees. 

Our salaried forces have been included in the part time schedules. Our 
executive staff on a salary and incentive basis of compensation has con- 
tributed proportionately more than any other group. 


Application of Distributed Employment 


Sharing available work among regular employees is applicable only when 
it becomes clear that a business recession is of an extended duration. For 
example, in normal times if one department is shut down for two or three 
weeks because of a temporary slack in orders, it would not be sound practice 
to revise the work sheets of other units of an organization to care for that 
brief lull. In normal times the regular employee has reason to expect a full 
day’s work or a full week’s work when such employment is available. It 
would be upsetting to morale to have the working hours continuously revised 
by a shared-work principle under normal conditions. 

Indeed, in short period recessions the temporary lay-off principle, within 
limits, is probably sound. When conditions permit, it is probably wiser to 
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have a large proportion of the working population employed at full wages 
than to try to spread the payroll in order to carry every one. 

In a period such as we have been experiencing, however, where large 
masses of the population would be out of work except for a distributed em- 
ployment policy—far larger masses than is the case today—the necessity of 
caring for one’s regular working forces is inescapable. 

The immediate situation appeals strongly for the reemployment of those 
now out of work. When men start back to work the backbone of this depres- 
sion will have been broken. Of course the company which has had the work- 
sharing plan in effect cannot do much toward reducing the army of the un- 
employed. It has already done this by the retention of surplus employees. 
Companies, however, who today have subnormal forces working full time 
can materially aid the situation by inaugurating such a plan, as this would re- 
quire the reinstatement of laid-off employees. 

The principle of shared-work in a crisis such as this is comparable to the 
practice of civilized peoples in a famine situation. If there is but a limited 
amount of food to go around no one would suggest feeding two-thirds of the 
distressed people fully and letting the other third starve. The available food 
is rationed. That is what we are now doing with work because there is a 
famine in work and work is basic to obtaining the necessities of life. 

This policy is sounder in the long run than any plan which contemplates 
the dole, no matter what the dole may be called. Experience testifies that 
schemes involving public administration, although often designed to meet a 
temporary emergency, have a way of fastening themselves permanently on the 
taxpayers’ already overstrained pocketbook. The advantage of the work- 
sharing plan is that it will automatically terminate with a revival of business. 

In application we have found that the distributed employment policy has 
been easier than we anticipated. In our steel plants we have found that the 
various department superintendents have worked out this problem with amaz- 
ing efficiency. Great credit should be given to these men who have the practical 
job of putting the policies into effect. They have carried out the spirit of the 
plan to the letter. It has required resourcefulness and enthusiasm. Each plant 
manager has worked out a very simple means of providing himself with a con- 
tinuous check on an equitable distribution of the work. This is accomplished 
by the preparation of a special payroll for each pay period. This readily shows 
up the high and low earnings of each individual on the payroll. In every de- 
partment the plan has been followed out equitably and thoroughly. In the 
electrical division, for example, the repairmen who had no work of their own 
for a period were added to the force of control switch board operators, shar- 
ing the work of the latter. In this way all were able to have perhaps three 
days’ work a week, instead of half the force being employed full time. 

In the machine shop, where the work is handled by a group of men rep- 
resenting many skilled crafts, not easily interchangeable, the administration 
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of shared-work has to be dealt with accordingly. In such a case when a job 
comes in involving a particular group of machines, one particular crew may 
be put on for one or two weeks’ continuous work until the job is finished. 
Then that crew will be held in reserve for some time and a different crew 
used on the next job that comes in. Interchangeability is a theory that does 
not work out in practice in some departments. This is especially true of 
drafting room work, supervision and some classes of clerical work ; but in the 
main the work can proceed effectively for most jobs under a staggered work 
plan. 

Even though the staggering of work presents special difficulties in the 
machine shop and certain other departments, nevertheless a definite schedule 
is kept in order to assure fairness. The machine shop superintendent, for 
example, keeps a master book in his desk where there is a record of all his 
employees. This book, together with control sheets, keeps the number of 
hours and days worked which each man has to his credit. 

In the blast furnaces and open hearths, where the various classifications 
of work are largely repetitive and performed by established gangs on shifts, 
it is possible to schedule the hours of work of the total force of the depart- 
ment a month in advance. These schedules dividing the work evenly are 
posted on the bulletin board so that every man may see for himself not only 
the number of days of work which will be available to him, but also the 
amount of work which is allotted to his fellow employees. This provides a 
public check on the fairness of the system. The men do not hesitate to pro- 
test if they feel that they are not getting their share. The door of the superin- 
tendent is always open and if an adjustment seems necessary it is promptly 
made. The superintendents recognize that morale and a sense of fair play are 
important and they make every effort to have the men feel that everyone is 
getting a square deal. 

Not only has the work week been shortened, but the daily working time 
as well. Maintenance and repair men who normally worked ten hours a day 
are now working six hours a day. This is also true of some of the rotating 
shifts, where the three eight-hour turn has been supplanted by a four six-hour 
turn. 


Needy Cases Considered 


As far as it is feasible, the financial need of the men is considered. A 
worker who has a large number of small children or is facing the problem 
of illness may be given a few more hours of work than the single man. 
In fact, certain departments divide their personnel in two groups, where- 
in the secondary group is made up of younger single men who can stand 
a lighter schedule than those with heavier responsibilities. In the main, 
however, the question of need is taken up as a separate case in each 
instance. 
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It is not always possible to get an absolutely equal division of time 
for each employee within a given pay period of two weeks, but the con- 
stant check which is kept on the employee’s earnings assures that over a 
longer period, say four to six weeks, they all get their fair share. 

We believe that this principle of shared-work will have a far-reaching 
influence in convincing our employees that the company has recognized 
that protection of the job is a matter of paramount importance. The regu- 
lar employee has had demonstrated to him that his job is his greatest 
hold on economic security. Even though in the low levels of the depres- 
sion area the number of working days has afforded barely a subsistence 
wage, I wish to emphasize that it has represented far more in total dollars 
than would obtain under any form of employment insurance and carries with 
it no stigma. The very fact that the man has a job, even though on a part- 


time basis, has spared him from the discouragement of being wholly without 
employment. 


Limitations of Distributed Work 


In the early stages of the depression we had the hope that the distribution 
of employment would solve the situation for our employees, but as the pro- 
duction rate dropped lower and lower we found that there was not enough 
work available to provide employment for all. Accordingly, late in the spring 
of 1932 we found it necessary to make adjustments and to undertake lay-offs, 
which we had hoped to avoid. We have found that it is impossible to main- 
tain a complete normal force even on part time after production levels drop 
below 30 per cent. Our present force is approximately two-thirds of the total 
formerly required during peak operations. Much of the curtailment came 
about in the natural course of labor turnover and the cessation of hiring any 
new men. In addition there was the weeding out of the less effective personnel 
acquired at the height of prosperity, men who would not have been continued 
even in normal times. Though our operations dropped nearly go per cent, 
the actual dismissal of persons whom we would have retained had business 
permitted amounted to not more than 15 per cent of our total force. 


Credits for Fuel and Other Supplies 


The policy of shared-work loses its value unless at least a subsistence can 
be provided. Charges against the pay envelope which are negligible in normal 
times serve to defeat the purpose of the plan. In normal times there will be 
deductions for the relief fund, for fuel purchases, for safety shoes, rent and 
other supplies which the men desire. These deductions are voluntary. Never- 
theless, in this crisis, the extension of credits has been necessary, wherever 
the pay envelope drops to a certain minimum. 

Fuel is one of the biggest items of credit. Our employees can at all times 
purchase coke from the company at low prices, and normally this is charged 
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against their pay. In the past year, however, about a third of the coke has 
been bought on indefinite credit. It is a significant tribute to the thrift and 
good faith of our employees that go per cent of the coke purchased on credit 
has been paid for within a few weeks to a few months after purchase. 

During part of the depression we were able to alleviate the more needy 
cases among our employees by the introduction of an emergency employment 
program. Repair jobs, tearing down of obsolete buildings, painting and cer- 
tain construction projects were authorized to give extra employment, in ad- 
dition to the regular part-time work, to those men who had particularly heavy 
family responsibilities. Because this was work that would not have been done 
at the time, were it not for the purpose of affording relief, the work was 
separated from regular production work and paid for at special wage rates, 
averaging about 30 per cent below regular wage rates. In this way some men 
who were faced with the necessity of applying for charitable aid in addition to 
their earnings were able to augment their income to care for their situations, 
and the company at the same time received some return. We were able to 
provide employment of this type to 10,503 men for about six months, but 
eventually the number of jobs that could be justifiably scheduled on this basis 
was exhausted and, furthermore, capital resources did not permit carrying 
the work on further. 


Employee Gardens 


Fortunately the spring of the year coincided with the cessation of emer- 
gency employment within the plants, affording us the opportunity to turn our 
attention to what might be termed emergency employment outside the plant. 
Employee gardens played a large part in taking up the slack. Families were 
able to cultivate land, growing vegetables for the summer supply, with a sur- 
plus for sale or exchange or carrying into the winter. In previous years some 
of our plants had fostered employee gardens, and in our mining communities 
this has been a feature for a number of years. 

For the first time this year, however, Bethlehem Steel Corporation en- 
couraged the employee garden program as a company-wide project. Com- 
pany land was plowed, harrowed and allotted the employees on application. 
Additional land was obtained from generous citizens where the need arose. 
More than 7,500 families undertook gardens on company property, or under 
the company’s supervision, during the past season. This represents but a part 
of the grand total, for most of our plants are in small cities, or in semi-rural 
communities, where the bulk of the employees have individual homes and land 
enough around their houses to permit home gardening. A recent estimate 
placed the market value of the yield from these gardens at a quarter of a 
million dollars. 

Under any conditions, there are always a certain number of cases re- 
quiring direct financial relief. Very largely we have made it unnecessary for 
our regular employees to seek public aid. 
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First of all, the employees have their own relief plan, administered with- 
out cost by the corporation, supported by monthly payments of the employees. 
This seems to meet all normal cases of illness and other special crises in the 
life of the regularly employed worker. Relief fund payments under this plan 
totalled $1,079,000 in the past year. 

In spite of all this, there are casual workers and virtually unemployable 
workers in every community who are an unavoidable social responsibility. 
We believe it important to keep constantly in touch with all the relief agencies. 
First of all, if any of the relief cases are our employees, we are able to ex- 
change information and see how much relief is warranted. In many instances, 
the employee’s affairs can be adjusted to take him off of the public relief rolls. 

Through assisting in the coordination of relief work, we have been able to 
make the relief dollar go further. In one community we were able to con- 
tribute a building, heated and lighted by the plant, in which all welfare agencies 
could be under one roof. 


Dismissal Wages 


Aside from the relief feature which deals with emergencies, with casuals 
and unemployables, we all have the problem of those workers who for one 
reason or another are no further needed in our employ. For these cases we 
have made considerable use of the dismissal wage. 

Our philosophy with respect to the dismissal wage differs somewhat from 
the theory adopted by some companies. We make a distinction between it 
and unemployment insurance. We do not feel that every termination is en- 
titled to a dismissal wage, and if the terminated employee is considered as 
available for future reemployment, the dismissal wage is not effective. In 
other words, it applies only where the termination of employment is consid- 
ered final. The amount paid depends upon prior earnings and years of service. 
It affects those who are not old enough to be eligible for pensions. We adopted 
it primarily for salaried workers, though it has been applied also in particu- 
larly meritorious cases among wage earners. 

Our view of the dismissal wage may be illustrated by a still further step. 
In certain cases we have put men nearing the pension age on the pension roll 
before they reached 65 years of age, normally required. In such instances the 
pension is figured out on the proper actuarial basis, which reduces the pension 
proportionately according to the age of the individual. In other words, this 
advancement of the pension is adopted in accord with the basic principle and 
cost of the regular pension. 

Looking to the future, I believe that we shall find that one of the great- 
est means of protection which the worker has is the cultivation of the habit of 
thrift. I believe that our company will take even more active steps than in 
the past in encouraging the habit of saving. 

Our experience with our employee saving and stock ownership plan over 
a period of years has illustrated the self-reliance of our employees, who have 





—— — 


age 


a? 














- 


~ © 


‘Vv 





—_—— > 


a 





a+ 





EMPLOYMENT STABILIZATION 95 


steadily laid by sums for difficult times such as these. In fact, these savings 
accounts have gone far to tide the employees over in these difficult days of 
short-time employment. 

Under our plan the shares of stock which could not be paid for were can- 
celled. The worker was returned his installments with 5 per cent interest, so 
that the system was definitely a savings program which could be called upon 
in time of need. 

I believe that in the long run many advantages will come from the hard 
lessons which we have learned in this problem of employment stabilization. 
Our superintendents have accomplished production economies which they 
themselves would not have thought possible. They have been able to keep 
their costs within reasonable bounds, even while carrying on the difficulties 
of operations under the conditions of spread employment, The cut in wage 
rates, of course, was a factor in making this possible, and in fact in the lower 
levels of the depression a wage rate cut was inescapable if our corporations 
were to endure and the larger number of regular employees were to be kept 
on the payroll, even at part-time work. 

This flexibility in operation, this retention of our organization without 
seriously imperilling the personnel, this economy in production methods, means 
that business is better fitted than ever before to do its job. Industrial im- 
provements which economize in labor create more jobs in the long run. When 
industry is operated efficiently goods can be produced more economically, the 
investor gets more return on his money, there is more money available for 
new projects, there is a greater demand for products and new employment is 
thereby created. 

Employment stabilization, the recognition of the importance of the se- 
curity of the job, is one of the great contributions to industrial history which 
has come out of our experiences of the past three years. 

Employees and management both have met their responsibilities. Man- 
agement has recognized the common sense and humanitarian need to care for 
the employees and to protect the job as far as was humanly possible. The 
employees, in turn, have understood the great problems of management, have 
gone along loyally with the efforts made to keep the organization intact, and 
have an appreciation of the joint interests of all elements in industry. These 
accomplishments, and this enlightened attitude augur well for our industrial 
future. 

This enlightened attitude on the part of management and employees is not 
something that suddenly sprang to life during this depression. It is the cul- 
mination of a decade of confidence building. It is the fruit of employee rep- 
resentation, and all those agencies for human betterment which were en- 
visioned as necessary to a new industrial order by a few of the leaders of in- 
dustry a dozen years ago.? 


1 Examples of various methods used in applying shared-work in typical departments in a steel 
plant are on file in the Association library. 
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